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The Company 


AM International. Inc. is a multinational corporation whose products 
and services aid business, government and other institutions 
in meeting one of today’s most critical management needs; the 
efficient, cost-effective processing of information. 

In a most fundamental way, managing is information processing; 
acquiring, relating, analyzing, synthesizing and conveying in¬ 
formation. AM International provides the tools managements 
require to make effective use of information. Some AM products 
and systems are concerned primarily with the flow and 
presentation of information on paper. Others, in rapidly growing 
numbers, handle and manipulate information itself in elec¬ 
tronic forms that hurdle traditional barriers of time and distance 
and ignore distinctions of numeric, alphabetic and graphic 
data. In the aggregate. AM is positioned at that junction where the 
computer meets paper. 

The Company known since January 1, 1979, as AM International 
contrasts sharply with the venerable Addressograph-Multigraph 
Corporation—the designation for the preceding 86 years. Its 
management style again stresses the kind of innovation and 
venture that gave the Company its start. Its current technology 
base embraces high resolution lasers and megabyte mini¬ 
computers as readily as ink rollers and paper feeds. Its thrust 
is to software as much as hardware. Its orientation is to systems 
and throughput even more than single function products. 

Still, the rebuilding and revitalizing of AM is not complete; there 
is much yet to be accomplished. Simultaneously, traditional 
businesses are being enhanced and new business oppor¬ 
tunities are being aggressively developed. The Company’s eye 
is clearly focused on the changes necessary to prosper in a 
dynamic future. 
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Financial Highlights 

For the year ended July 31 


(Dollars in thousands except per share amounts) 

1979 

1978 

Revenues 

$ 754,483 

$666,610 

Income before income taxes and extraordinary credit 

16,844 

36,657 

Income before extraordinary credit 

9,003 

21,257 

Extraordinary credit 

2,597 

— 

Net income 

11,600 

21,257 

Per share amounts: 



Income before extraordinary credit 

1.07 

2.54 

Net income 

1.38 

2.54 

Shareholders’ equity 

27.05 

26.02 

Working capital 

183,687 

184,211 

Total assets 

544,240 

479,089 

Average number of shares outstanding 

Number of shareholders of record 

Number of employees 

8 , 412,986 

13,700 

20,000 

8,365,567 

14,800 

18,500 
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To Our Shareholders: 


Operations for the year produced mixed results. Earnings were 
less than planned and below the level of the prior year. At the 
same time, major strides were made toward the Company’s future. 

Fiscal year 1979 earnings totalled $1.38 per share, compared 
to $2.54 per share for fiscal 1978. Of 1979’s per share earnings, 
31 cents was extraordinary income derived from tax benefits. 

Two factors accounted for the difference in operating performance: 

• An earnings shortfall in the duplicator area, for reasons dis¬ 
cussed more fully in that section of this report. The year- 
to-year difference in this product line’s contribution to overall 
earnings approximated 76 cents per share. 

• The substantial amounts that were spent developing the Com¬ 
pany’s new businesses. In total, such expenditures during 

the year amounted to $29.2 million and represent an increase 
of approximately $1.22 per share over similar costs the 
previous year. 

During the year a number of significant actions were taken. Our 
corporate name was changed to AM International to better 
position the Company for the new kinds of product lines that must 
make up our future. 

Two acquisitions directly related to that broader future were made. 
Together they produced a net loss in 1979. Our primary interest 
was not in a current “stream of earnings" that acqui¬ 
sitions commonly bring to their purchasers but, instead, in the 
advanced technological positions of these companies which, 
with further expenditure, could be developed into very healthy 
earnings streams at a later time. 

In December, Jacquard Systems was acquired. Though small, 
that company had become a technological leader in small 
business computers. Because of the close fit in the marketplace 
of the Jacquard shared logic systems and our existing stand¬ 
alone word processing product line, these activities were con¬ 
solidated within Jacquard. Together they represent a major AM 
commitment to the growing “Office of the Future" market. 

Also in December, the Company acquired ECRM, Inc. Its ac¬ 
knowledged expertise is in electronic text editing, optical 
character recognition and, especially, high resolution laser scan¬ 
ning and image reproduction. Such capabilities closely com¬ 
plement the Jacquard product line and the existing Varityper 
photocomposition products. 

ECRM’s advanced laser technology also provides the critical 
technical element for the next generation of duplicators—the 
Intelligent Document Generator—one whose output of numeric, 
alphabetic and graphic information is automatically generated 
from a computer. Largely because of this laser/scanner 










capability, AM was selected by Satellite Business Systems Corpo¬ 
ration to develop input and output terminals for that organization’s 
satellite facsimile system. 



The $29.2 million “invested” during the year to develop new 
businesses was spent largely for building specialized selling 
organizations, for continuing research, development and engi¬ 
neering, for interest expense, and for amortization of soft¬ 
ware costs. Such expenditures will continue at about the same 
level in fiscal year 1980. Not included in these amounts are 
the normal costs of similar expenditures relating to the Company’s 
traditional businesses. 

A comprehensive organizational change was effected during 
1979’s first quarter. The essence of the change was to convert 
from a single sales organization for all products to a product 
line structure. As a result, the Company’s business is now 
conducted through nine product divisions. Each is expert in and is 
concentrating on its own products and worldwide markets; 
each has responsibility for all aspects of its business from initial 
R&D to final sales and profitability. Such a change was es¬ 
sential if we were to be able to move aggressively into product 
lines new and quite different from our traditional ones. The 
change was not without its difficulties. Nevertheless, it is now 
accomplished and we are already beginning to benefit from the 
more concentrated focus and greater accountability individual 
executives have in a divisionalized structure. 


As we enter fiscal year 1980 we continue to be guided by our 
earlier stated strategy: 

• To realize the maximum market and profit potential of AM’s 
traditional product lines; 

• To increase the proportion of the Company’s new business 
represented by new technology products. 

In the year just ended, some $141.5 million of machine sales 
and rentals was associated with such new products. This repre¬ 
sented 40 percent of total machine revenue and an increase 
of nearly 50 percent over the previous year. 

Across all of our businesses, 28 new products were introduced 
during the year, over and above the products gained through 
acquisition. Of these, 22 or nearly 80 percent were fully elec¬ 
tronics based. By contrast, of the 25 products first introduced five 
years ago only 20 percent were electronic in nature. 

At the time of this writing, we have no evidence of any recessionary 
effect on our business. Still we do foresee a recession during 
the next few months. With such an anticipation, our operating plans 
for the new year emphasize cost constraint. Fortunately, our 
products provide cost reducing opportunities for our customers; 
we would expect the markets for many of them to continue 
strong even in general recessionary conditions. 
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Reprographics 


The AM machines, 
supplies and service 
included in this 
business segment 
relate principally to 
the reproduction 
and distribution of 
information on 
paper. These are the 
Company’s tradi¬ 
tional products and 
with each AM is a 
leading market par¬ 
ticipant. Sustained 
leadership in 
these markets pro¬ 
vides the foundation 
for the Company 
of the future. 

Reprographics prod¬ 
ucts are largely 
electromechanical 
in nature. In addition, 
over the past year, 
major steps have 
been taken to infuse 
new microprocessor- 
based electronic 
technology into 
these products and 
even greater strides 
will follow. In¬ 
creased reliability, 
serviceability 
and user conve¬ 
nience are the results 
of such efforts. 

◄ Sophisticated 
microprocessors of 
new electronic 
copy quality control 
system for dupli¬ 
cators in burn-in 
rack at AM 
Multigraphics. 


Duplicators 

AM is the world’s largest supplier of offset duplicating equipment 
to serve the volume copy reproduction needs of business, 
institutions and government. The extremely broad product line 
ranges from tabletop models to highly automated systems 
plus peripheral equipment, related supplies and service. 

Duplicator revenues in fiscal 1979 totalled $298.9 million, com¬ 
pared with $292.6 million the prior year, and were considerably 
below plan. Machine revenues declined substantially; supplies 
and service revenues increased moderately. 

A realignment of the sales organization contracted duplicator 
sales productivity during the middle two quarters of the year. Sub¬ 
sequently, other operating problems, including certain manu¬ 
facturing and control deficiencies, affected production 
schedules and costs. Corrective actions included strengthened 
divisional management, improved production controls and 
even more sharply focused marketing strategies with special 
emphasis on the unique advantages of large AM systems in 
the very high volume ranges of the market. 

Even while such problems were addressed, important actions 
were taken to enhance future market demand. In particular, a 
major reduction of duplicator operator involvement results from 
AM's new electronic copy quality control system. This system's 
advanced microprocessor responds to optical and solid state 
sensors and automatically adjusts ink and moisture balances for 
variances in environmental and operating conditions. 

In a related area, AM Multigraphics was selected by Satellite 
Business Systems Corp. (SBS) to provide an intelligent docu¬ 
ment generator that can send or receive-and-reproduce up 
to 3,600 pages per hour. The system will implement large scale 
delivery of electronic mail via satellite using advanced computer 
control, laser scanning and non-impact printing. AM Multigraphics 
will deliver two prototype systems to SBS in early 1980. 

Newspaper Production 

The acquisition of ECRM, Inc. in December, 1978, brought to AM 
both a leadership position in the newspaper production 
market and critical technology applicable to other business areas. 

ECRM products include a highly versatile camera-processor for 
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▲ Powerful electron 
microscope aids AM 
scientists de¬ 
veloping new com¬ 
pounds for repro¬ 
graphics supplies. 


converting photos and other graphic materials to printable 
form, electronic text editing systems and optical character 
recognition devices for entering existing typed copy into text edit¬ 
ing systems. The OCR devices are also used in conjunction with 
word processing systems. 

Both the camera-processor and OCR system utilize a high reso¬ 
lution laser which scans graphic or alphanumeric images 
and converts them to digital form for electronic processing. This 
same advanced technology is now being applied in other AM 
product lines. In particular, it is a critical element of the intelligent 
document generator under development by AM Multigraphics. 

ECRM’s revenues have increased an average 20 percent per 
year during the past five years to a current annual rate of approxi¬ 
mately $12.5 million. Revenue contribution to AM for the nearly 
eight months of fiscal 1979 since consolidation was $8.0 million. 

Imprinters, Embossers and Credit Cards 

AM Addressograph is a leading producer of imprinters, credit 
cards and card embossers for the banking, petroleum, retailing, 
health care and travel-and-entertainment industries. Imprinters 
capture credit card transaction data for subsequent accounting 
and customer billing. 

During 1979, there was particularly strong worldwide demand 
for AM imprinters and cards by issuers of international travel- 
and-entertainment cards. In addition, the health care field 
especially has shown rapidly growing need for electronic em¬ 
bossing systems first introduced by the Company in 1978. 

AM Addressograph also is a major supplier of mail handling 
systems including addressing equipment and an expanding 
line of folders and inserters. This market is augmented by 
growing numbers of specialty applications of plate-based systems 7 
including product ID tags and automotive warranty plates. 

Worldwide revenues from these products in fiscal 1979 were 
$79.8 million, compared with $73.2 million the previous year. 

Engineering Graphics 

AM Bruning makes and sells equipment and supplies for the 
preparation and reproduction of engineering drawings. The 
product line includes both the proprietary pressure diazo and 
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▲ Laser scanning 
systems receive 
careful operating 
checks before 
completion of 
Autokon camera- 
processors. 


conventional process engineering whiteprinters, drafting media 
and equipment, and associated supplies and accessories. 

During fiscal 1979, AM further extended its market participation 
by acquiring Micro Data, Inc. which serves engineering firms 
and departments by converting large volumes of engineering 
drawings to microfilm aperture cards for storage. Micro Data also 
makes and sells a high quality aperture card printer used to 
return stored drawings to large sheet, plain paper copies. 

AM Bruning introduced two major engineering graphics products 
last year. These were a new tabletop diazo engineering 
copier and a desk-top aperture card printer. Both are designed 
to serve smaller engineering and architectural firms or function 
as satellite units in larger organizations. 

Worldwide engineering graphics revenues were $124.5 million in 
fiscal 1979. This 22 percent increase over the prior year resulted 
from a combination of factors: real growth of AM's estab¬ 
lished business; incremental revenues derived from the acquisition 
of Micro Data; and consolidation of a subsidiary previously 
accounted for using the equity method. 

Copiers 

AM continues to provide supplies and maintenance for its installed 
rental base of electrostatic office copiers. Revenue is declining. 

Financial provisions for this phase-out were made in fiscal year 
1977. Revenues in fiscal 1979 for copiers were $29.8 million 
compared with $37.1 million the previous year. 

Other Products and Services 

AM provides a broad line of office supplies including copier toners, 
typewriter and computer ribbons, and magnetic tapes and 
diskettes. Such general supplies are in addition to those relating S 
to specific AM machines. 

At its Mount Laurel, N.J. facility, AM provides commercial emboss¬ 
ing services for national customers requiring large volumes 
of embossed cards for client and customer identification. And 
through many local sales offices, AM offers embossing services 
on a retail basis for addressing plates and credit cards. Revenues 
for fiscal 1979 were $21.9 million, compared with $20.9 million 
the previous year. 

$ millions $ millions from continuing operations 
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Management Systems 


This segment of AM 
business includes 
machines and 
systems, supplies, 
and service for 
processing infor¬ 
mation. Products 
are based on ad¬ 
vanced electronic 
technologies. The 
markets served 
are carefully defined 
and represent 
situations best 
suited to AM’s capa¬ 
bilities as well as 
opportunities for 
unusually rapid 
growth. 

Significantly, AM’s 
position of techno¬ 
logical leadership is 
stronger in this 
segment, which en¬ 
compasses most 
venture activities, 
than in the Com¬ 
pany’s traditional 
product lines. Even 
so, major invest¬ 
ments continue 
to be made so as 
to capitalize on 
long-term oppor¬ 
tunities and 
establish substantial 
market positions. 

◄ Multiple disc 
turret for advanced 
phototypesetting 
system undergoes 
precision inspection. 


Photocomposition 

AM Varityper photocomposition systems in fiscal 1979 became 
even more the standard of the industry with pace-setting 
technology and increasingly aggressive worldwide marketing. 

Revenues from this product line amounted to $106.4 million in 
fiscal 79, a 28 percent increase over the prior year's $83.1 
million. The new year began with a strong factory backlog and a 
new order rate indicating continued expansion in fiscal '80. 

AM Varityper systems serve commercial and quick printers, 
general typographers, smaller newspapers and publishers and the 
in-house market. The latter consists of businesses and insti¬ 
tutions that perform their own typesetting. It is by far the fastest 
growing sector of the market and is also the one of strongest 
AM leadership. AM Varityper now accounts for approximately 
40 percent of the in-house market. 

Major product introductions during the year significantly advanced 
the state of the art in photocomposition. The Comp/Edit sys¬ 
tem, released in the U.S. in November, 1978 and in key European 
markets the following spring, combines text manipulation capa¬ 
bilities previously found only on large scale computer-driven 
systems with greatly enhanced typesetting flexibility. The system 
utilizes a modular minicomputer that affords a wide variety of 
new features and permits multiple jobs to be handled simultaneously. 

The Comp/Set 4800 system is an area composition terminal that 
enables users to organize and lay out the contents of a full 
page of material on a video screen with copy and headlines adjust¬ 
able in size and position to suit the user. The 4800 then auto¬ 
matically drives a phototypesetter. 

Also introduced was a new dry process for phototypesetting. This 
approach, expected to have special significance in the in-house tt 
market, greatly increases typesetting convenience by elimi¬ 
nating the need for liquid photochemicals. The dry processor 
itself is a self-contained unit. Most AM photocomposition sys¬ 
tems will be available in models capable of producing wet or dry 
output interchangeably. 






































































Micrographics 

Continuing concentration on specialized applications and market 
sectors has enabled AM to sustain steady growth in this prod¬ 
uct line. Since the Company’s entry into micrographics in 1972, 
annual revenues have increased from less than $1.0 million 
to $39.6 million in fiscal 1979. Revenues in fiscal 1978 were 
$33.1 million. 

From the beginning, AM’s focus has been on the more versatile 
microfiche (sheet film) rather than roll film technology. In terms of 
products, special emphasis has been placed on microfiche 
duplicators even as a broad and complete product line has evolved. 

Several significant micrographics products were introduced 
during the past year including a computer-controlled microfiche 
retrieval/display system. This computer-aided retrieval 
(CAR) system combines the speed and convenience of computer¬ 
ized indexing and control with the high quality visual display 
of microfiche. Three-second access to any one of 8,000 
pages of information contained within a microfiche data cartridge 
is provided by the CAR system. The retrieval/display module 
will also produce standard size, plain paper copies of the 
micro image. 

An advanced microfiche duplicator and a new camera-processor, 
both setting new speed standards for the industry in their 
respective product categories, also were announced during 
the year. 

To help meet increasing customer demand for micrographics 
equipment and supplies, primary manufacturing was relocated to 
a new and larger facility in Tustin, Calif. 
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▲ Vibration and 
other tests help engi¬ 
neers improve 
reliability and ser¬ 
viceability of new 
Documentor system. 


Word Processing and Small Business Computers 

Recognizing the tremendous potential of the word processing 
and minicomputer markets and the evolving marriage of their 
respective technologies, AM last year strengthened its position 
by acquiring Jacquard Systems. During its 10-year history, 
Jacquard has become a highly respected manufacturer of small 
computers capable of simultaneously handling word proc¬ 
essing and general accounting tasks. The company also is an 
acknowledged leader in minicomputer software development. 

AM already had moved to the forefront of the market for stand¬ 
alone word processing systems with its AMtext 225 and 425 
models. By fiscal year end, unit orders for these systems were 
among the highest in the industry. With the consolidation of the 
AMtext and Jacquard product lines into AM Jacquard Systems Divi¬ 
sion late in the year, AM now serves virtually a full range of user 
requirements with particular emphasis on multifunction systems. 

The 100 and 500 series systems offer powerful computing capa¬ 
bility at relatively low cost with the model 100 able to support 
16 remote terminals. A variety of applications programs 
are available. 

New product introductions during the year included key periph¬ 
erals for on-line input from typed copy via optical character 
recognition and from magnetic cards. 

Rapidly accelerating market momentum for AM word processing 
and minicomputer systems has now been established. This 
new business will again operate at a loss in fiscal 1980 as sig¬ 
nificant investments continue to be made. Special attention 
has been and will be given to improving sales productivity, expand¬ 
ing the rental base of products and critical R&D efforts designed 
to assure sustained technological leadership. 

Revenues from this product line in fiscal 1979 amounted to 
$16.7 million. This includes the consolidation of Jacquard Sys¬ 
tems for approximately eight months of the year. Word proc¬ 
essing revenue in fiscal 78 totalled $1.9 million. 


Word Processing and Small Busin— Computers 
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▲ Carefully tested 
advanced logic units 
are behind the key¬ 
boards and video 
screens of AM 
information proc¬ 
essing systems. 


Management Control Systems 

Demand for management control systems remains strong as 
businesses, institutions and government agencies continue 
to seek new efficiencies and better cost control. Documentor 
systems, which generate a variety of productivity and control re¬ 
ports while also recording sales transactions, already are in 
use in more than half the largest fast food and restaurant chains 
in North America. Infortext systems are the leading control 
systems for copy reproduction equipment. 

During fiscal 1979, AM Documentor received contracts from 
three major fast food operations for significant numbers of 
systems to be installed in the current year. The division also ex¬ 
panded its product line with the introduction of nearly a dozen 
new products. Worldwide market coverage was extended to 
include France and Switzerland. Entry into the European market 
was initiated late in fiscal 1978 in Germany and Great Britain 
following previous strong market acceptance in Canada. 

Growing worldwide demand for Documentor systems resulted 
in a 30 percent expansion of manufacturing space during the 
year, the third major expansion in as many years. 

Infortext systems were added to the AM product line through 
acquisition near the end of fiscal 1978. Infortext terminals, 
mounted on most brand name copiers, duplicators and engineer¬ 
ing printers, monitor and control the use of those machines. 
Individual terminals connect to their system’s controller which 
produces a variety of management control reports and also 
provides the means for accurate chargeback of reproduction 
costs to the appropriate clients or using departments. 

Major emphasis in fiscal 1979 was placed on improvements de¬ 
signed to make Infortext terminals suitable for a broader range 
of customers. Systems enhancements were achieved to improve 
reliability and serviceability. 

Market participation was expanded during the year. A new 
mid-range system controller was introduced to serve the needs 
of medium size customers. First deliveries of Infortext sys¬ 
tems outside the United States were made in Canada. 

Fiscal 1979 revenues from management control systems amounted 
to $28.9 million, compared with $22.2 million the previous year. 

Managamant Control Syatama 
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Management’s Discussion and Analysis 


1979 Compared 
to 1978 


AM is engaged in the development, manufacture, sale and service of a wide variety 
of business machines, related equipment and supplies. Worldwide revenues in 

1979 were $754,483,000, an increase of $87,873,000 or 13.2% over the prior year; 
revenues from continuing products increased 15.1%. 

The Company’s operations are divided into two industry segments: reprographics and 
management systems. Products in the reprographics segment relate principally 
to the reproduction and distribution of information on paper whereas those in the 
management systems segment relate to the processing of information. Following 
is a comparative summary of revenues, operating profit and identifiable assets for 
each of the two industry segments and a further breakdown of revenues by product 
class within each segment: 

(Dollars in thousands) 

1979 

1978 

Industry Segments 



Reprographics: 



Revenues 

$562,867 

$526,294 

Operating profit 

31,105 

50,016 

Identifiable assets 

336,489 

291,688 

Management systems: 



Revenues 

191,616 

140,316 

Operating profit (loss) 

(3,639) 

698 

Identifiable assets 

167,553 

100,560 

Revenues by Product Class 



Reprographics: 



Duplicators 

$298,854 

$292,615 

Engineering graphics 

124,453 

102,443 

Newspaper production 

8,041 

— 

Imprinters, embossers and credit cards 

79,810 

73,201 

Copiers 

29,792 

37,118 

Other products and services 

21,917 

20,917 


562,867 

526,294 

Management systems: 



Photocomposition 

106,422 

83,069 

Word processing and small business computers 

16,691 

1,922 

Micrographics 

39,620 

33,120 

Management control systems 

28,883 

22,205 


i9i,eie 

140,316 


$754,483 

$666,610 


All continuing product classes contributed to the increased sales volume. Other than 
the effect of new businesses (newspaper production), increased sales of 5.4% in 
the reprographics segment are primarily the result of price increases. All product 
classes within management systems contributed to the overall 36.6% improvement 
over 1978. The most significant increases were registered by photocomposition 
(introduction of new products and deeper market penetration) and word processing 
(early stages of development in 1978) and small business computers (acquired 
during 1979). A detailed discussion of sales by product class is included on pages 
4 through 17. 





















1978 Compared 
to 1977 


Foreign Exchange 


The operating profit decline for reprographics was primarily the result of manu¬ 
facturing problems in the duplicator line. Management systems’ loss was caused 
by costs related to new businesses (development of a sales organization, research 
and development, etc.). 

Costs of products and services sold increased as a percentage of sales from 58.4% 
to 60.1% primarily as a result of production problems related to the duplicator 
product line. Selling, general and administrative expenses increased with higher sales 
activity and substantial start-up costs were incurred in developing the sales organi¬ 
zations for the new businesses. In addition, exchange losses of $3,907,000 
represent an increase of $2,027,000 over 1978. The above increases were somewhat 
offset by reductions in other general and administrative expenses. Research, 
development and engineering expense increases relate, in large part, to recently 
acquired businesses although there were also additional expenditures in the tra¬ 
ditional product lines. Unusual income results from reversing a reserve established in 
1977 relating to the reorganization of a subsidiary outside the United States. 

Income taxes are summarized in Note 6 to the consolidated financial statements. 
The extraordinary item results from the utilization of net operating loss carry¬ 
forward benefits applicable to the unusual income described above and on operations 
of certain subsidiaries outside the United States. 


Worldwide revenues in 1978 were $666,610,000, an increase of $70,360,000 or 
11.8% over the prior year. Revenues from continuing products increased $84,411,000, 
or 15.5%. All continuing product classes contributed to increased sales volume, 
with duplicator ($38,450,000), photocomposition ($17,101,000), management 
control systems ($7,528,000) and micrographics ($5,824,000) registering the most 
significant increases. Year-to-year sales growth was primarily the result of general 
market expansion. 

Cost of products and services sold increased $28,758,000 from 1977 due primarily 
to increases in sales volume. Selling, general and administrative expenses in- 19 

creased 10.8% over 1977 due primarily to increases in sales branch and commission 
expenses to accommodate the increase in sales volume, expenses related to re¬ 
location of certain operations and start-up costs associated with the new word 
processing products. These increases were substantially offset by continuing im¬ 
provements in internal operating efficiencies. 


AM’s policy is to manage its foreign exchange positions on an ’’economic” basis 
in order to reduce the adverse impacts of foreign exchange fluctuations, while 
accounting and reporting on the basis set forth by the Financial Accounting Standards 
Board (see Note 1). The major difference between AM’s foreign currency man¬ 
agement system and FASB accounting rules is the timing and classification of the 
effects of exchange fluctuations on inventory. The Company’s management views 


















Quarterly Cash 
Dividends and 
Price Range 


inventory denominated in local currency at the current exchange rates, rather 
than the historical rates, as representing a more valid economic measurement. 
Actions taken during 1979 and 1978 have had the following impacts: 


(Dollars in thousands) 


1979 

1978 

Translation of non-U.S. financial statements 

$ 

(2,387) 

$ (1.142) 

Transaction gains (losses) 


(1,520) 

(738) 

Per financial statements 

Translation of inventory 


(3,907) 

(1,880) 

In current year income 


3,062 

2,688 

Timing difference 


895 

(364) 

Economic gain 

$ 

50 

$ 444 


The following table presents the high and low closing market prices and dividends 
paid by quarter for the two years ended July 31,1979: 


Quarter 


Market Price 


Dividends Paid 

1979 

1978 

1979 

1978 

High 

Low 

High 

Low 



First 

32% 

19V4 

14% 

12% 

$.07 

$.10 

Second 

25 

19 3 4 

15% 

12 !k 

.07 

— 

Third 

23% 

15% 

19% 

14% 

.07 

.05 

Fourth 

16% 

13V4 

25 

18% 

.07 

.05 


Report of Independent Accountants 


To the Board of Directors and Shareholders 
AM International, Inc. 

In our opinion, the accompanying consolidated balance sheet and the related 
consolidated statements of income and retained earnings and of changes in financial 
position present fairly the financial position of AM International, Inc. and its subsidiaries 
at July 31,1979 and 1978, and the results of their operations and the changes in 
their financial position for the years then ended, in conformity with generally accepted 
accounting principles consistently applied. Our examinations of these statements 
were made in accordance with generally accepted auditing standards and 
accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 


Los Angeles, California 
September 17, 1979 





































AM International, Inc. 


Consolidated Statement of 
Income and Retained Earnings 

For the year ended July 31 


(Dollars in thousands except per share amounts) 

1979 

1978 

Revenues: 

Net sales 

$591,259 

$515,251 

Service and rentals 

163,224 

151,359 


754,483 

666,610 

Cost and expenses: 

Cost of products and services sold 

453,355 

389,489 

Selling, general and administrative 

258,520 

223,286 

Research, development and engineering 

25,769 

15,543 

Interest 

11,949 

10,605 


749,593 

638,923 

Other income, net 

9,004 

8,970 

Unusual income 

2,950 

— 

Income before income taxes and extraordinary credit 

16,844 

36,657 

Income taxes 

7,841 

15,400 

Income before extraordinary credit 

9,003 

21.257 

Extraordinary credit 

2,597 

-- 

Net income 

11,600 

21,257 

Retained earnings at beginning of year 

Cash dividends ($.28 per share in 1979 and 

127,170 

107,586 

$.20 per share in 1978) 

(2,357) 

(1,673) 

Retained earnings at end of year 

$136,413 

$127,170 

Per share amounts: 

Income before extraordinary credit 

$ 1.07 

$ 2.54 

Extraordinary credit 

.31 

— 

Net income 

$ 1.38 

$ 2.54 


The Notes to Consolidated Financial Statements are an integral part of the 
financial statements. 
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AM International, Inc. 


Consolidated Balance Sheet 

As of July 31 


Assets 


Liabilities and 
shareholders’ equity 


(Dollars in thousands) 

1979 

1978 

Current assets: 



Cash and temporary investments 

$ 7,806 

$ 43,122 

Receivables from AM Leasing 

4,918 

17,371 

Accounts receivable 

158,713 

120,881 

Inventories 

194,173 

147,834 

Prepaid income taxes and expenses 

24,000 

25,095 

Total current assets 

389,610 

354,303 

Investment in and advances to AM Leasing 

10,166 

11,605 

Rental equipment 

17,808 

16,847 

Property, plant and equipment 

83,169 

76,593 

Property under capital leases 

8,479 

9,054 

Other assets 

35,008 

10,687 

Total assets 

$544,240 

$479,089 

Current liabilities: 

Bank loans and current portion of long-term debt 

$ 52,110 

$ 19,857 

Accounts payable 

59,296 

41,312 

Service contract obligations 

29,697 

26,099 

Income taxes 

2,910 

10,791 

Discontinuation and realignment expenses 

2,255 

8,145 

Payroll related expenses 

36,553 

35,702 

Other 

23,102 

28,186 

Total current liabilities 

205,923 

170,092 

Long-term debt 

91,836 

72,755 

Deferred income and other 

18,533 

17,848 

Shareholders’ equity: 

Common stock, par value $2.50 

Authorized — 15,000,000 shares 

Outstanding — 8,426,971 shares in 1979 and 

8,393,248 shares in 1978 

21,067 

20,983 

Capital in excess of par value 

71,818 

71,591 

Note receivable from officer 

(1,350) 

(1,350) 


91,535 

91,224 

Retained earnings 

136,413 

127,170 


227,948 

218,394 

Total liabilities and shareholders’ equity 

$544,240 

$479,089 


The Notes to Consolidated Financial Statements are an integral part of the 
financial statements. 



























AM International, Inc. 

Consolidated Statement of 

Changes in Financial Position 

For the year ended July 31 



(Dollars in thousands) 

1979 

1978 

Financial resources 

Operations: 



were provided by 

Income before extraordinary credit 

$ 9,003 

$ 21,257 


Expense (income) items not affecting working capital— 




Depreciation and amortization 

18,959 

19,264 


Deferred taxes 

(5,588) 

12,515 


Working capital provided from operations 

22,374 

53,036 


Extraordinary credit 

2,597 

— 


Investment in and advances to AM Leasing 

1,439 

(5,447) 


Sales or retirements: 




Rental equipment 

6,395 

10,625 


Plant and equipment (including capital leases) 

1,568 

11,006 


Exercise of stock options 

311 

389 


Additional long-term debt 

13,382 

763 


Notes payable issued for acquired companies 

17,500 

— 


Other 

827 

274 



66,393 

70,646 

Financial resources 

Additions to rental equipment 

12,739 

18,113 

were used for 

Additions to plant and equipment (including 




capital leases) 

16,155 

12,625 


Reduction of long-term debt 

15,025 

17,458 


Acquired companies (less working capital 




acquired of $6,854) 

20,641 

— 


Cash dividends 

2,357 

1,673 



66,917 

49,869 


Increase (decrease) in working capital 

$ (524) 

$ 20,777 

Summary of changes 

Cash and temporary investments 

$ (35,316) 

$(13,185) 

in components of 

Receivables from AM Leasing 

(12,453) 

17,371 

working capital 

Accounts receivable 

37,832 

8,910 


Inventories 

46,339 

2,653 

Prepaid income taxes and expenses 

(1,095) 

5,825 

Bank loans and current portion of long-term debt 

(32,253) 

9,887 

Accounts payable 

(17,984) 

(897) 

Service contract obligations 

(3,598) 

(2,576) 

Income taxes 

7,881 

(4,490) 

Discontinuation and realignment expenses 

5,890 

8,732 

Payroll related expenses 

(851) 

(4,696) 

Other 

5,084 

(6,757) 


$ (524) 

$ 20,777 


The Notes to Consolidated Financial Statements are an integral part of the 
financial statements. 




























Notes to Consolidated Financial Statements 
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Accounting Policies Principles of Consolidation — The consolidated financial statements include the 
Note 1 accounts of all subsidiaries except AM International Leasing Corporation, the 

investment in which is accounted for under the equity method. All intercompany 
transactions have been eliminated. 

Inventory Pricing — Inventories are stated at the lower of cost or market. Cost is 
determined using the last-in, first-out (LIFO) method for the major portion of U.S. 
inventories and the first-in, first-out (FIFO) method for most other inventories. 

Property, Plant and Equipment — Expenditures for plant and equipment, including 
rental equipment and major improvements which extend the estimated useful 
lives of the assets, are capitalized. Maintenance and repair costs are expensed as 
incurred. When assets are disposed of, the cost and accumulated depreciation of 
the assets are removed from the accounts and any gain or loss is reflected currently 
in earnings. Depreciation is computed primarily on the straight-line method using 
rates based on the estimated useful lives of the assets. Leasehold improvements 
are amortized over the terms of the various leases. 

Property Under Capital Leases — Property under capital leases is capitalized as an 
asset and the related lease obligations are recorded as liabilities. Property under 
capital leases is amortized over the lease terms using the straight-line method. 

Leases of Equipment to Customers — Long-term noncancellable leases of equipment 
to customers, primarily financed by AM Leasing, are classified as sales. 

Currency Translation — Assets and liabilities stated in other currencies are translated 
into U.S. dollars at current market rates of exchange except for inventories, property, 
plant, equipment, rental equipment and property under capital leases, which are 
translated at rates prevailing when the assets were acquired. Revenue and ex¬ 
pense accounts are translated at monthly current rates of exchange, except accounts 
that relate to assets translated at historical rates which are translated on the 
same basis. 

Stock Options — Amounts received upon the exercise of stock options are credited 
to common stock and capital in excess of par value. The change in the excess of 
market price over option price for those options with stock appreciation rights is 
charged or credited to income. 

Retirement Plans — Expenses for retirement plans include current service costs 
and amortization of prior service costs generally over a 30-year period. Such costs 
are funded based on a variety of factors such as legal requirements and income 
tax considerations. 

Income Taxes — Income taxes are recognized during the year in which transactions 
enter into the determination of income for financial reporting purposes. Provision 
is made for timing differences between financial and tax reporting. The investment 
tax credit is recorded under the flow-through method as a reduction of the current 
provision for income taxes. 

Per Share Amounts — The weighted average number of shares outstanding is used 
in determining per share amounts. No material dilution in per share amounts would 
result from the conversion of the Company’s convertible debentures and the exer¬ 
cise of stock options. 














Acquisitions 

Note 2 


Rental Equipment 

Note 3 


Lease Transactions 

Note 4 


Research, Development and Engineering Expense — Research, development 
and engineering expenses are charged to income as incurred and were $25,769,000 
in 1979 and $15,543,000 in 1978. The research and development portions of these 
expenses were $15,998,000 and $8,160,000 in 1979 and 1978, respectively. 


On December 6, 1978, the Company acquired Jacquard Systems for $2,000,000 
in cash and $16,500,000 in notes payable. The acquisition was accounted for under 
the purchase method of accounting and the results of operations of Jacquard have 
been included in the consolidated results of the Company since the acquisition 
date. The purchase price exceeded the net assets on Jacquard's books by 
$16,600,000 of which $8,000,000 was allocated to software programs to be amortized 
over five years and $1,500,000 was allocated to various other assets. The pur¬ 
chase price in excess of the fair value of net assets acquired of $7,100,000 is included 
in goodwill and is being amortized on the straight-line basis over forty years. 

During the year ended July 31,1979, the Company also acquired for cash and a note 
the operations of two other businesses which were accounted for as purchases. 
These acquired companies did not have a material effect on the Company’s finan¬ 
cial position. 


The unaudited pro forma consolidated results of operations of the Company for 
the years ended July 31,1979 and 1978 (as though the companies had been acquired 
on August 1, 1977) are as follows: 


(Dollars in thousands except per share amounts) 

1979 

1978 

Revenues 

Net income 

Net income per share 

$ 760,189 
10,848 
$ 1.29 

$681,558 
19,207 
$ 2.30 



The Company classifies short-term rentals to customers as operating leases. Such 
rental equipment and equipment held for rental are capitalized at manufactured 
cost and generally depreciated over five years using the straight-line method. Mini¬ 
mum future revenues from noncancellable operating leases as of July 31,1979 were 
$1,738,000 in 1980, $603,000 in 1981, $287,000 in 1982 and $127,000 in 1983. 


The Company leases properties, such as sales branch offices, distribution centers, 
data processing equipment and vehicles, under cancellable and noncancellable 
leases which expire at various dates. The terms for most of the leased facilities include 
renewal provisions for periods ranging from two to fifteen years. The Company 
pays most maintenance, insurance and tax expenses relating to the facilities. 














Note 4 (continued) 


Bank Loans and 
Long-term Debt 

Note 5 


The Company’s property under capital leases consists of the following: 


(Dollars in thousands) 


1979 

1978 

Land 

$ 

257 

$ 257 

Buildings 


13,022 

12,302 

Machinery and equipment 


1,970 

2,519 

Vehicles 


1,150 

905 



16,399 

15,983 

Accumulated amortization 


( 7 , 920 ) 

(6,929) 


$ 

8,479 

$ 9,054 


Amortization amounted to $1,429,000 in 1979 and $1,299,000 in 1978. At July 31,1979, 
the future minimum lease payments for noncancellable leases were summarized 
as follows: 


(Dollars in thousands) 


Capital Operating 
Leases Leases 


1980 

1981 

1982 

1983 

1984 

1985 and thereafter 

Total minimum lease payments 
Amounts representing interest 

Present value of net minimum lease obligations 


$ 2,670 $ 19,021 

2,316 16,301 

1,676 13,315 

1,464 9,957 

1,434 7,162 

7,762 23,824 

17,322 $ 89,580 

(7,087) 

$ 10,235 


Minimum future rentals to be received beyond July 31,1979 under subleases of 
noncancellable operating leases amounted to $13,421,000. 

Rental expense for all operating leases consisted of: 


(Dollars in thousands)_ 1979 1978 

Minimum rentals $ 23,559 $ 20,859 

Sublease rental income _ ( 2 , 175 ) (1,595) 

$ 21,384 $ 19,264 


Bank Loans — The Company maintains lines of credit aggregating $84,281,000 with a 
number of banks ($23,000,000 of which is shared with AM Leasing) against which 
loans of $34,941,000 and $17,397,000 were outstanding as of July 31,1979 and 1978. 
Other short-term bank borrowings outstanding at July 31,1979 were $13,000,000. 
The average interest rates for all current bank borrowings were 11%% and 8%%, 
respectively. The average aggregate borrowing outstanding was $25,190,000 in 
1979 ($22,226,000 in 1978) with weighted average interest rates of approximately 
10'/2% and 8%% in 1979 and 1978, respectively. The maximum amounts of aggregate 
borrowings at any month end were $47,941,000 in 1979 and $25,386,000 in 1978. 
Compensating balances at July 31,1979 amounted to $2,100,000. 
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Income Taxes and 
Extraordinary Credit 

Note 6 


Long-term Debt — Long-term debt at July 31,1979 and 1978 was comprised of 
the following: 


(Dollars in thousands) 

1979 

1978 

9%% debentures 

$ 45,335 

$ 47,575 

4 3 /4% convertible debentures 

11,300 

11,650 

Notes payable-acquisitions 

11,863 

— 

Obligations under capital leases 

8,472 

8,501 

Other 

14,866 

5,029 


$ 91,836 

$ 72,755 


Long-term debt which matures during 1980 is classified as current portion of long¬ 
term debt. Aggregate annual maturities of total long-term debt (after deducting 
debentures held to meet sinking fund requirements) are $2,406,000 in 1980, 
$5,381,000 in 1981, $7,326,000 in 1982, $9,456,000 in 1983 and $7,289,000 in 1984. 

The provisions of the 9%% debentures due 1995 require the Company to make 
annual sinking fund payments of $3,000,000 in cash or debentures through 1994. 

At July 31,1979, the Company had $5,665,000 of debentures on hand to satisfy future 
sinking fund requirements. 

Under provisions of the 4%% convertible debentures due 1988, 141,250 unissued 
shares of common stock of the Company are reserved for conversion at $80 per 
share. Annual sinking fund payments of $1,500,000 are required in 1983 through 
1987 with the balance payable in 1988. The Company has retired or has on 
hand $3,700,000 of debentures which are available to satisfy future sinking fund 
requirements. 

Notes payable issued for acquired companies bear interest rates ranging from 
7% to 9%% and mature variously through January, 1986. The interest rates on other 
long-term debt ranged from 9% to 11% in 1979 and 1978. 


The provision for income taxes is summarized as follows: 

(Dollars in thousands) 


1979 

1978 

Taxes payable: 




National governments 




United States 

$ 

1,487 

$ 3,026 

Other 


5,020 

4,229 

State and local 


489 

1,255 



6,996 

8,510 

Timing differences: 




National governments 




United States 


( 1 , 895 ) 

4,708 

Other 


200 

1,514 

State and local 


( 57 ) 

668 



( 1 , 752 ) 

6,890 

Charge in lieu of income taxes 


2,597 

- 


$ 

7,841 

$ 15,400 



























Note 6 (continued) 
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The charge in lieu of income taxes in 1979 represents income taxes which would 
have been required if there were no operating loss carryforwards applicable to 1) the 
unusual income (see Note 10) and 2) prior operations of certain subsidiaries 
outside the United States, the utilization of which is presented as an extraordinary 
credit in the consolidated statement of income. 

The 1979 and 1978 provisions expressed as a percentage of pre-tax income were 
47% and 42%, respectively. Variations from the Federal statutory rate are due to the 
following differences: 


(Dollars in thousands) 


1979 


1978 

U.S. statutory rate applied to income 

Difference in effective tax rate on income of subsidiaries 

$ 

7,897 

$ 

17,595 

outside the U.S. 


( 69 ) 


(2,108) 

U.S. tax on foreign earnings, net of foreign tax credit 


1,564 


(959) 

DISC deferred income 


( 456 ) 


(149) 

Investment tax credit, net 


( 1 , 080 ) 


(103) 

Tax exempt interest 


( 645 ) 


(416) 

State and local taxes, net of federal tax benefit 


229 


1,000 

Other 


401 


540 


$ 

7,841 

$ 

15,400 


No U.S. taxes have been provided on $37,653,000 of accumulated unremitted earn¬ 
ings of subsidiaries outside the U.S. because the Company intends to invest 
these earnings indefinitely or because such amounts, if distributed, would, due to 
utilization of foreign tax credits, incur income taxes at substantially less than the U.S. 
income tax rate. 

Provision is made for timing differences between financial and tax reporting. Such 
timing differences relate primarily to inventory obsolescence, depreciation, 
pension expenses, leasing activities and discontinuation and realignment expenses. 

In July, 1979, the United Kingdom adopted legislation affecting the treatment of 
inventory increases ("stock relief”) for purposes of determining taxable income. In 
connection therewith, the Financial Accounting Standards Board has issued a 
proposed statement that, if adopted, will reduce previously provided deferred taxes 
and the provision for income taxes by approximately $2,000,000 during the fiscal 
year ending July 31,1980. 


Retirement Plans The Company and its subsidiaries have retirement plans, both contributory and 

Note 7 noncontributory, covering substantially all employees. Expenses for retirement plans 

for the years 1979 and 1978 were $12,814,000 and $12,793,000, respectively. 

At the date of the most recent actuarial valuation, adjusted for the current market 
value of fund assets, unfunded past service cost under the plans was estimated to 
be approximately $55,179,000. The current market value of trust fund assets 
and balance sheet accruals at July 31,1979 exceeded the actuarially computed value 
of vested benefits at the most recent valuation date by $15,417,000. 


























Stock Options 

Note 8 


Stock Options — Under the 1971 Stock Option Plan approved by the shareholders, 
200,000 shares of the Company’s common stock were reserved for issuance to 
officers and other key employees pursuant to the exercise of qualified and non¬ 
qualified stock options. Options were granted at prices equal to the fair market value 
on the date of the grant and are exercisable for not more than five years (qualified) 
or ten years (non-qualified). The issuing of grants under this plan was discontinued 
after November 4,1976. 

Under the 1976 Stock Option Plan approved by the shareholders, options for 250,000 
shares of the Company’s common stock may be granted to certain key professional 
and management employees. The option price may not be less than the market 
price of the common stock on the date of the grant. Only non-qualified options, 
exercisable for ten years, can be granted under the Plan. Before an option may be 
exercised, the optionee must have served one year of continuous employment with 
the Company. An optionee may surrender any then exercisable option in return for an 
amount equal to the difference between the option price and market value on the day 
the option is surrendered. Payment will be made in common stock, cash or a 
combination of both. The Company may also authorize the grant of options con¬ 
ditioned upon the optionee’s cancellation of outstanding but unexercised options. No 
options may be granted under the 1976 Plan after November 21,1981. 

Data relating to both stock option plans are shown below: 



Shares 

Price Range 

1971 Stock Option Plan: 

Shares subject to option at July 31, 1978 

91,652 

$ 4.44-S39.75 

Options exercised 

(29,973) 

4.44- 14.19 

Options expired 

(8,538) 

4.44- 37.88 

Shares subject to option at July 31,1979 

53,141 

$ 4.44-S39.75 

Options exercisable at July 31, 1979 

41,695 

$ 4.44-$39.75 

1976 Stock Option Plan: 

Shares subject to option at July 31, 1978 

158,000 

$12.25-$24.25 

Options granted 

37,000 

14.00- 28.25 

Options exercised 

(3,750) 

13.13- 14.13 

Options expired 

(17,500) 

14.13- 28.25 

Shares subject to option at July 31, 1979 

173,750 

$12.25-$28.25 

Options exercisable at July 31, 1979 

57,000 

$12.25-$24.25 


Stock Purchase — On December 7,1976 the Company sold 300,000 shares of its 
common stock to Mr. Roy L. Ash, Chairman of the Board and Chief Executive Officer 
of the Company. On that date, 90,000 shares were purchased for $810,000 in 
cash, and the remaining 210,000 shares were purchased for $540,000 in cash to¬ 
gether with a promissory note for $1,350,000 secured by a pledge of the 300,000 
shares. The note matures in two equal installments on October 31, 1980 and 1981 
and bears 6% interest payable semiannually. The Company’s acceptance of Mr. Ash’s 
promissory note was approved by the shareholders. 
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Note 8 (continued) 


AM International 
Leasing Corporation 

Note 9 


Common Stock and Capital in Excess of Par Value — Changes in common stock and 
capital in excess of par value were as follows: 



Common Stock 

Capital in 
Excess of 

(Dollars in thousands) 

Shares 

Amount 

Par Value 

Balance at July 31, 1977 

Interest received (less dividends) on loan to officer 
Exercise of stock options 

8,347,600 

45,648 

$ 20,869 

114 

$ 71,316 
21 

254 

Balance at July 31, 1978 

Exercise of stock options 

8,393,248 

33,723 

20,983 

84 

71,591 

227 

Balance at July 31, 1979 

8,426,971 

$ 21,067 

$ 71,818 


AM International Leasing Corporation (AM Leasing) is a wholly owned subsidiary 
which finances equipment leased to the Company’s customers. Long-term 
noncancellable leases of equipment recorded as sales by the Company, most of 
which were financed by AM Leasing, amounted to $52,386,000 in 1979 and 
$39,521,000 in 1978. In the Consolidated Statement of Income, pre-tax income of 

AM Leasing, adjusted for initial finance charges, is included in Other income and 
its provision for income taxes is included in the consolidated tax provision. 

A summary of financial information for AM Leasing and its subsidiaries follows: 

(Dollars in thousands) 

1979 

1978 

Assets: 



Receivables, including amounts due beyond one year 

$ 89,081 $ 

57,003 

Unearned finance charges 

( 18 , 642 ) 

(11.791) 

Net receivables 

70,439 

45,212 

Other 

3,527 

1,901 


73,966 

47,113 

Liabilities: 



Bank and other loans 

57,194 

17,200 

Due to Parent Company 

4,918 

17,371 

Other 

1 y 464 

825 


63,576 

35,396 

Equity and subordinated advance 

$ 10,390 $ 

11,717 

Revenues 

$ 9,620 $ 

4,747 

Net income 

$ 1,673 $ 

995 


At July 31,1979, minimum lease receivables for each of the next five years were: 
$30,462,000 in 1980, $22,236,000 in 1981, $16,906,000 in 1982, $10,327,000 in 1983 
and $3,581,000 in 1984. 

AM Leasing maintains short-term lines of credit with several banks aggregating 
$32,150,000 ($23,000,000 of which is shared with the Parent Company). Compen¬ 
sating balances at July 31,1979 amounted to $2,355,000 of which $255,000 was 
maintained by AM Leasing and the balance by the Company, for which AM Leasing 
pays interest to the Company. The outstanding borrowings at July 31, 1979 































Industry Segments 
and Geographic Areas 

Note 10 


Industry Segments 


($5,194,000) and 1978 ($2,200,000) had average interest rates of 12%% and 
9’/ 2 %, respectively. 

At July 31,1979, AM Leasing had $42,000,000 of term bank loans outstanding at an 
average interest rate of 9'/4% and $10,000,000 of senior subordinated notes at 
10%%. Principal payments on bank loans are due in various installments between 
1980 and 1984, and on senior subordinated notes in equal installments from 1982 
to 1991. At July 31,1978, AM Leasing had $15,000,000 of term loans outstanding at an 
average interest rate of 8%%. AM Leasing is required to meet certain financial 
ratios in connection with their borrowings from banks and others. The Company has 
agreed to cause AM Leasing to maintain these ratios. 

The subordinated advance at July 31, 1979 was a $2,000,000 term loan ($5,000,000 
at July 31,1978) due to the Company in 1981, with interest at 9'/2% and subordinated 
to bank and other loans. 

At July 31,1979, the Company was subject to limited recourse on approximately 
$7,100,000 from former financing arrangements with an unaffiliated finance company 
under an agreement that was terminated effective August 1, 1977. 


The Company operates in two industry segments: reprographics and management 
systems. The reprographics segment consists of equipment, supplies and service 
for duplicators, engineering graphics, addressing/mail handling, data recorders, 
credit cards, copiers and newspaper production. The management systems 
segment consists of equipment, supplies and service for photocomposition, micro¬ 
graphics, retail terminals and systems, word processing, intelligent terminals, 
small computer systems and copier monitoring systems. Assets by industry and 
geographic area are those that can be specifically identified or properly allocated. 


(Dollars in thousands) 

1979 

1978 

Revenues: 

Reprographics 

$ 562,867 

$526,294 

Management Systems 

191,616 

140,316 


$ 754,483 

$666,610 

Operating profit (loss): 

Reprographics 

$ 31,105 

$ 50,016 

Management Systems 

( 3 , 639 ) 

698 

Equity in income of AM Leasing 

1,800 

1,060 

Corporate expenses 

( 7 , 502 ) 

(9,392) 

Interest expense (net of interest income of $4,077,000 
in 1979 and $4,880,000 in 1978) 

( 7 , 870 ) 

(5,725) 

Unusual income 

2,950 

- 

Income before taxes 

$ 16,844 

$ 36,657 

Identifiable assets: 

Reprographics 

$ 336,489 

$291,688 

Management Systems 

167,553 

100,560 

Investment in and advances to AM Leasing 

10,166 

11,605 

Corporate assets 

30,032 

75,236 

Total assets at July 31 

$ 544,240 

$479,089 
























Note 10 (continued) Capital expenditures including rental machines: 


Reprographics 

$ 

15,803 

$ 21,114 

Management Systems 

$ 

10,789 

$ 9,469 

Depreciation and amortization including rental machines: 
Reprographics 

$ 

12,628 

$ 15,747 

Management Systems 

$. 

3,927 

$ 3,065 


The accounts of operations outside the U.S. are included for their fiscal years ended 
June 30 to enable the Company to report consolidated financial data on a timely 
basis. Sales between geographic areas were generally at prevailing market prices. 






Adjustments 



United 



and Elimi¬ 

Consoli¬ 

1979 Geographic Areas 

States 

Europe 

Other 

nations 

dated 


Revenue from 
unaffiliated 
customers 
Inter-area 
revenue 

Total revenue 

Operating profit 


$497,463 

41,744 

$539,207 
$ 10,717 


Equity in income 
of AM Leasing 
Corporate 
expenses 
Interest expense, 
net of interest 
income 
Unusual 
income 


$173,137 

3,951 

$177,088 
$ 9,980 


$ 83,883 

353 
$ 84,236 
$ 8,542 


$ 

(46,048) 

$ (46,048) 
$ (1,773) 


$754,483 

$754,483 
$ 27,466 

1,800 

(7,502) 

(7,870) 

2,950 


Income before 

taxes $ 16,844 


Identifiable 

assets $359,760 $103,439 $ 56,251 $(15,408) $504,042 

Investment in 
and advances 

to AM Leasing 10 , 166 

Corporate 

assets 30,032 

Total assets at 

July 31,1979 $544,240 


1978 Geographic Areas 



United 

States 

Europe 

Other 

Adjustments 
and Elimi¬ 
nations 

Consoli¬ 

dated 

Revenue from 
unaffiliated 
customers 

$446,891 

$143,818 

$ 75,901 

$ 

$666,610 

Inter-area 

revenue 

25,522 

2,919 

786 

(29,227) 

_ 

Total revenue 

$472,413 

$146,737 

$ 76,687 

$ (29,227) 

$666,610 















































Other 


Consoli¬ 

dated 


United 

States 

Operating profit $ 34,692 

Equity in income 
of AM Leasing 

Corporate 

expenses 

Interest expense, 
net of interest 
income 

Income before 
taxes 

Identifiable 

assets $271,746 

Investment in 
and advances 
to AM Leasing 

Corporate 

assets 

Total assets at 
July 31, 1978 


Europe 

$ 12,219 


$ 3,314 


Adjustments 
and Elimi- 
nations 

$ 489 


$ 50,714 


1,060 

(9,392) 


(5,725) 
$ 36,657 


$ 81,071 _ $ 45,043 $ (5,612) $392,248 


11,605 
75,236 

$479,089 


Net assets and income before extraordinary credit for operations outside the United 
States were $52,952,000 and $9,018,000 in 1979 ($54,329,000 and $8,935,000 in 1978). 

See Management’s Discussion and Analysis of Consolidated Statement of Income 
for an explanation of the Company’s measurement system and actions with re¬ 
gard to foreign exchange rate changes. In accordance with accounting and 
disclosure conventions of Statement of Financial Accounting Standards No. 8, the 
Company recorded pre-tax exchange losses of $3,907,000 in 1979 and $1,880,000 
in 1978. 

During 1977 the Company implemented programs to phase out certain unprofitable 
products and dispose of three unprofitable subsidiaries outside the United States. 
The unusual income of $2,950,000 in the 1979 Consolidated Statement of In¬ 
come results from reversing the portion of the reserve established in 1977 relating 
to the reorganization of one of these subsidiaries. 


Components of 
Certain Balance 
Sheet Accounts 

Note 11 


The components of certain balance sheet accounts are as follows: 

(Dollars in thousands) _ 1979 1978 


Cash and temporary investments: 

Cash $ 4,858 $ 7,215 

Time deposits and certificates of deposit 2,948 32,382 

Marketable securities at cost which approximates market value ~■_ 3,525 

$ ^7,806 $ 43,122 

Accounts receivable $163,975 $125,710 

Allowance for doubtful accounts (5,262) (4,829) 

$158,713 $120,881 




























Note 11 (continued) 



1979 

1978 

Inventories: 



Raw materials 

$ 34,617 

$ 30,793 

Work-in-process 

48,853 

37,917 

Finished parts, machines and supplies 

125,292 

90,580 

208,762 

159,290 

Allowance for obsolescence 

(14,589) 

(11,456) 


$194,173 

$147,834 


At July 31,1979 and 1978, inventories priced using the last-in, first-out (LIFO) 
method amounted to $69,315,000 and $63,012,000, respectively. The excess of 
current cost of these inventories over their stated LIFO value was approximately 
$12,900,000 and $7,800,000, respectively. An inventory liquidation during 1978 
reduced cost of sales and the magnitude of the excess of current cost over LIFO value 
by approximately $1,000,000 to the $7,800,000 referred to above. 


(Dollars in thousands) 

1979 

1978 

Property, plant and equipment: 

Land 

$ 4,504 

$ 4,339 

Buildings 

75,642 

73,339 

Machinery and equipment 

102,428 

93,684 

Leasehold improvements 

6,664 

6,275 


189,238 

177,637 

Accumulated depreciation and amortization 

(106,069) 

(101,044) 


$ 83,169 

$ 76,593 

Rental equipment 

$ 42,214 

$ 43,840 

Accumulated depreciation 

(24,406) 

(26,993) 


$ 17,808 

$ 16,847 

The provisions for depreciation and amortization for property, plant and equipment 

(including rental equipment) amounted to $15,541,000 in 1979 and $17,913,000 

in 1978. 



(Dollars in thousands) 

1979 

1978 

Other assets: 

Lease and installment contracts receivable, due after one year 
less unearned income of $839 in 1979 and $766 in 1978 

$ 3,433 

$ 2,943 

Excess of cost over the net assets of businesses acquired 

8,314 

884 

Software 

8,894 

148 

Other intangible assets 

5,242 

3,592 

Deferred charges 

5,903 

3,120 

Future income tax benefits 

3,222 

— 


$ 35,008 

$ 10,687 


The excess of cost over the net assets of businesses acquired (goodwill) is amortized 
over periods of 40 years or less using the straight-line method and amounted to 
$242,000 in 1979 and $52,000 in 1978. 















































Replacement Cost 

Information 

(Unaudited) 

Note 12 


The Company cautions against the simplistic use of this information to adjust net 
income and the affected balance sheet classifications. Detailed information 
regarding replacement cost is to be included in the Company's annual report to the 
SEC on Form 10-K (a copy of which is available upon request). 


In compliance with the regulations of the Securities and Exchange Commission 
(SEC) the Company has estimated the replacement costs of inventories and pro¬ 
ductive capacity (plant and equipment), cost of products sold and depreciation. 
Generally, the replacement cost of inventories, productive capacity and the related 
cost of products sold and depreciation expense would be higher than historic costs 
and expenses. 


Quarterly Financial 
Information 

(Dollars In thousands 
except per share amounts) 


Quarter Ended 


(Unaudited) 

1979 

October 31 

January 31 

April 30 

July 31 

Note 13 

Revenues 

$173,612 

$181,174 

$188,019 

$211,678 


Gross profit 

Income before extra¬ 

71,337 

75,753 

72,717 

81,321 


ordinary credit 

3,411 

3,819 

1,169 

604 


Extraordinary credit 

— 

— 

2,170 

427 


Net income 

Per share amounts: 

Income before extra¬ 

3,411 

3,819 

3,339 

1,031 


ordinary credit 

.41 

.45 

.14 

.07 


Extraordinary credit 

— 

— 

.26 

.05 


Net income 

$ .41 

$ .45 

$ .40 

$ .12 


1978 

October 31 

January 31 

April 30 

July 31 

Revenues 

$148,998 

$164,097 

$167,698 

$185,817 

Gross profit 

58,287 

66,524 

69,102 

83,208 

Net income 

2,037 

4,320 

6,752 

8,148 

Net income per share 

$ .24 

$ .52 

$ .81 

$ .97 


Unusual income reported in the quarter ended April 30,1979 of $.35 per share from 
the reversal of a reserve for reorganization of a non-U.S. subsidiary included an 
extraordinary credit of $.19 per share resulting from utilization of net operating loss 
carryforward benefits; additional such benefits of $.07 per share were derived 
from operations outside the U.S. These items are now reported as extraordinary 
credits because of their significance to results for the year. Quarterly income amounts 
contain all normal and recurring adjustments, and include, in the fourth quarter, 
the effects of physical inventory adjustments that exceed the pro rata annualized 
amount by $3,200,000. 
















Summary of Operations 

For the year ended July 31 


(Dollars in thousands 
except per share amounts) 

1979 

1978 

1977 

1976 

1975 

Revenues 

$754,483 

$666,610 

$596,250 

$572,920 

$584,246 

Cost of products 
and services sold 

453,355 

389,489 

360,731 

347,521 

350,554 

Interest expense 

11,949 

10,605 

11,526 

11,323 

15,387 

Unusual (income) expenses, 
net (note a) 

(2,950) 

.. 

23,655 

— 

— 

Income (loss) before income 
taxes, extraordinary credit 
and effect of accounting 
changes 

16,844 

36,657 

(10,371) 

16,749 

12,082 

Income taxes 

7,841 

15,400 

3,633 

10,140 

5,825 

Income (loss) before extra¬ 
ordinary credit and 
cumulative effect of ac¬ 
counting changes (note d) 

9,003 

21,257 

(14,004) 

6,609 

6,257 

Extraordinary credit (note b) 

2,597 

- 

- 

- 

- 

Cumulative effect of ac¬ 
counting changes (note c) 

m m 

__ 

(5,294) 

(969) 

__ 

Net income (loss) 

$ 11,600 

$ 21,257 

$(19,298) 

$ 5,640 

$ 6,257 

Income (loss) per share 
of common stock: 

Before extraordinary 
credit and cumulative 
effect of accounting 
changes (note d) 

$ 1.07 

$ 2.54 

$ (1.70) 

$ .82 

$ .78 

Extraordinary credit (note b) 

.31 

- 

- 

- 

- 

Cumulative effect of ac¬ 
counting changes (note c) 

— — 

__ 

(64) 

(12) 

_ 

Net income (loss) 

$ 1.38 

$ 2.54 

$ (2.34) 

$ .70 

$ .78 

Cash dividends (note e) 

00 

$ .20 

$ .10 

$ 

$ 

Average number of shares of 
common stock outstanding 
(note f) 

8,412,986 

8,365,567 

8,250,543 

8,039,838 

8,038,589 


(a) In 1977 the Company implemented programs to discontinue certain unprofitable products and operations, initiated 
actions to realign operations, and received a settlement of claim from Xerox Corporation. In 1979 the Company re¬ 
versed a reserve established in 1977 relating to the possible reorganization of an international subsidiary. 

(b) The extraordinary credit represents the utilization of net operating losses relating to operations outside the 

United States. • • 

(c) The Company changed its method of accounting for lease transactions and vacation pay expenses in 1977. 
The cumulative effect of the lease accounting change decreased 1976 net income by $969,000 or $ 12 per share. The 
change to extend the accrual method of accounting for vacation pay expenses to include all salaried personnel 
increased the 1977 net loss by $5,637,000 or $.68 per share (including $5294,000 or $.64 per share reflecting the 
cumulative effect on years prior to 1977). 

(d) During 1977, the Company also changed its method of pricing most domestic inventories. The effect of the 
change to the LIFO method increased the 1977 net loss by $2,029,000 or $.25 per share. In addition, use of the LIFO 
method had the effect of reducing what net income would have been under the FIFO method by $1,900,000 ($.23 
per share) in 1978 and $2,550,000 ($.30 per share) in 1979. 

(e) In 1977 and 1978 the Company paid special dividends of $ 10 per share each year. In addition, regular dividends of 
$.05 per share were paid in the third and fourth quarters of 1978 and $.07 per share were paid quarterly in 1979. 

(f) See Note 1 to the Consolidated Financial Statements for the basis of computation of per share amounts. 



















Directors and Officers 
Shareholder Information 


Directors 

The AM International Board of Directors consists of two members of management 
and six outside directors. The outside directors bring to the Company an im¬ 
portant diversity of experience and expertise in operations, management consulting, 
technology, international business, investment banking and communications. As 
a result, the AM Board is structured to both contribute meaningfully to the progress 
of the Company and represent effectively the interests of all shareholders. This is 
further assured by very active director involvement. Nine meetings of the Board 
were held in fiscal 1979 with director attendance exceeding 90 percent. 

The directors of AM International are: ARoy L. Ash, Chairman of the Board; 

AJames R. Mellor, President; AJohn P. Birkelund, Chairman, New Court Securities 
Corporation, private investment firm; AFrederick R. Eckley, Jr., President and 4 
Director (retired), The Ohio Bell Telephone Company; AADr. Paul E. Gray, Chancellor, 
Massachusetts Institute of Technology; AArthur F. Kelly, Chairman of the Board, 
Western Airlines; AFlugh Knowlton, Jr., Chairman of the Executive Committee, 
Schieffelin & Co., importer; ARichard M. Paget, President, Cresap, McCormick & 
Paget, Inc., management consultant. 

Amember executive committee A member audit committee Amember compensation committee 

Corporate Officers 

Roy L. Ash, Chairman; James R. Mellor, President; James H. Combes, Senior Vice 
President, Finance and Administration; Alfred T. Craft, Vice President, General 
Manager—AM Services; Alan G. Easton, Vice President, Corporate Communications; 
Lawrence J. Grill, Vice President, Secretary and General Counsel; Robert R. Hagy, 
Senior Vice President, Group Executive; Edward E. Hale, Vice President, Group 
Executive; Richard L. Kaufman, Vice President, Controller; Bruce T. Swan, Vice Presi¬ 
dent, Treasurer. 

Transfer Agents 
and Registrars 

Citibank, 111 Wall Street, New York, New York 10015; Bank of America, 55 Hawthorne 
Street, San Francisco, California 94105; Harris Trust and Savings Bank, 111 West 
Monroe Street, Chicago, Illinois 60690. 

Dividend Disbursing 
and Shareholder 
Record Keeping 

Agent 

The Cleveland Trust Company, 900 Euclid Avenue, Cleveland, Ohio 44101. 

Principal Trading 
Markets 

The principal markets on which AM International common stock is traded are the 
New York, Midwest, and Pacific stock exchanges. The ticker symbol is AIN. 

Annual Meeting 

The annual meeting of shareholders will be held Monday, November 19, 1979 at the 
Beverly Hilton Hotel, 9876 Wilshire Boulevard, Los Angeles, California, commenc¬ 
ing at 10 a.m. 

Form 10-K 

A copy of the annual report to the Securities and Exchange Commission on Form 
10-K may be obtained without charge by writing to the Company, attention: 

Director, Investor Relations, 1900 Avenue of the Stars, Los Angeles, California 90067. 






















Produced in U.S.A. 

Typeset on AM Comp/Set 
Phototypesetter 


AM International, Inc. 

1900 Avenue of the Stars 
Los Angeles, California 90067 
(213) 556-9500 


i 

i 


FORCE 

USTIFY 



UPPER 

CASE 

LOWER 








it 


ITALIC | 











